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Looking for something to read? See our Reading List; these books, separated by category, are 

ones we find interesting and insightful. We will be adding to the list over time. 
 

[Posted: November 22, 2021—9:30 AM EST] Global equity markets are mixed this morning.  

In Europe, the EuroStoxx 50 is relatively unchanged from its prior close.  In Asia, the MSCI 

Asia Apex 50 closed relatively unchanged. Chinese markets were higher, with the Shanghai 

Composite up 0.5% from its prior close and the Shenzhen Composite down 1.4%.  U.S. equity 

index futures are signaling a higher open.  With 475 companies having reported, the S&P 500 Q3 

2021 earnings stand at $54.00, higher than the $50.34 forecast for the quarter.  The forecast 

reflects a 27.5% increase from Q3 2020 earnings.  Thus far this quarter, 81.5% of the companies 

have reported earnings above forecast, while 14.6% have reported earnings below forecast.   
 

The Confluence macro team publishes a plethora of research reports and multimedia offerings on 

a weekly and quarterly basis, all available on our website. We highlight recent publications 

below, with new items of the day emphasized in bold: 

• Weekly Geopolitical Report (11/15/2021): “The Special Relationship” 

• Weekly Energy Update (11/18/2021): The Biden administration is trying to cope with 

higher energy prices and inflation fears.   

• Asset Allocation Q4 2021 Rebalance Presentation (11/4/2021): A video discussion of our 

asset allocation process, Q4 2021 portfolio changes, and the macro environment 

• Asset Allocation Weekly (11/19/2021) (with associated podcast): We discuss open 

positions at the Fed and how the policy tilt of the FOMC could change based not only on 

who is chosen, but also the speed at which positions are filled. 

 

N.B.:  HOLIDAY SCHEDULE➔ The Daily Comment will go on hiatus after Tuesday’s 

report and will return on Monday, November 29.  A Weekly Geopolitical Report will be 

published today, and the next report will be available on December 3.  There will be no 

Asset Allocation Weekly Report or podcast this Friday; it will return next week.  There 

won’t be a Weekly Energy Update report either.   It will return a week from Thursday.  

From all of us at Confluence Investment Management, have great Thanksgiving.   

 

Good morning and happy Monday!  We have breaking news; Fed Chair Powell has been 

renominated (see below).  Equity futures were higher before the news and have moved to new 

higher levels in the aftermath.  Our coverage begins with comments on the renomination.  Up 

next is China news.  Economics and policy come next, with cyber news to follow.  The 

international roundup comes after, and we close with the usual pandemic update. 

 

 

Daily Comment 
 

By Bill O’Grady, Thomas Wash, and 

Patrick Fearon-Hernandez, CFA 

http://www.confluenceinvestment.com/research-news/reading-list/
https://www.confluenceinvestment.com/research-news/
https://www.confluenceinvestment.com/wp-content/uploads/weekly_geopolitical_report_11_15_2021.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_nov_18_2021.pdf
https://www.confluenceinvestment.com/research-news/quarterly-rebalance-presentation/
https://www.confluenceinvestment.com/wp-content/uploads/AAW_Nov_19_2021.pdf
https://www.confluenceinvestment.com/category/podcasts/asset-allocation-weekly-podcast/
https://www.wsj.com/articles/global-stock-markets-dow-update-11-22-2021-11637570411?st=6e6s7mm12qbjtcq&reflink=desktopwebshare_permalink
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Fed nominations:  The president has been quite deliberate in making a decision on the fate of 

the FOMC.  But breaking reports indicate that the president will renominate Jay Powell as Chair 

and Lael Brainard as Vice-Chair.  We note Brainard was named Vice-Chair, replacing Richard 

Clarida, meaning the Quarles position of Vice-Chair for supervision remains open.   The early 

market reaction appears positive; equity futures and Treasury yields are up.  We also note the 

dollar is up as well, while commodities have reacted negatively to the news.   

Although left-wing populists wanted to replace Powell, in our view, President Biden simply 

doesn’t have the political capital to make that move.  Replacing Powell, who is quite dovish, 

would have been difficult, whereas even with progressive opposition, Powell will likely breeze 

through renomination.  He cultivates relations on Capitol Hill and is quite popular.  This means 

that Biden has two governor open positions to fill on the FOMC. 

 

China news:  Lots of news on semiconductors, and there was an apparent prisoner swap last 

week. 

• A number of stories are circulating about semiconductor chips.   

o A South Korean firm, SK Hynix (000660, KRW, 107,500), had planned an 

overhaul to its chipmaking facility in Wuxi, China.  The plant, which makes 

memory chips, wanted to improve the efficiency of the facility, but U.S. pressure 

has led the company to reconsider.  One worry was the company was considering 

using some of the leading-edge lithography machines from ASML (AMSL, USD, 

857.17)1.  The U.S. is uncomfortable with China having access to these advanced 

machines.   

o AMSL expects to see $2.3 billion of sales to China this year.  It will be interesting 

to see how its sales to China will fare in the future. 

o Intel (INTC, USD, 49.52) has decided not to take over a GlobalFoundries (GFS, 

USD, 62.11) abandoned chip plant in Chengdu.  It is a bit tone-deaf to see how 

the company thought this was a good idea.  The U.S. pressured Intel to abandon 

the project.   

o The Chinese firm SMIC (0981, HKD, 22.20) says the lack of semiconductor 

talent will undermine China’s goal of self-sufficiency.   

• Although it wasn’t necessarily advertised or discussed, it appears that a prisoner swap of 

sorts occurred.  Daniel Hsu, who has been blocked from leaving China for more than four 

years, was apparently swapped for seven Chinese nationals who were convicted of crimes 

in the U.S.  The administration continues to insist that there was no swap per se, but just 

before Xi and Biden spoke last week, the aforementioned people returned home.   

• China has started a new anti-monopoly bureau.  One characteristic of bureaucracy is 

regulatory capture.  The sector being regulated eventually gets control of the regulator.  

When governments want to overcome capture, they sometimes just start a new regulatory 

body.  That may be the case here.   

• China has downgraded its relationship with Lithuania over the latter’s warning relations 

with Taiwan.   

 
1  An in-depth look at AMSL can be found here.   

https://www.politico.com/news/2021/11/19/biden-has-a-major-economic-decision-to-make-and-he-cant-seem-to-pull-the-trigger-523009
https://www.ft.com/content/9e9540a2-2ba8-4e0e-84d8-a1945c20453a?emailId=619b9e4e4f31900004400f6d&segmentId=3d08be62-315f-7330-5bbd-af33dc531acb
https://www.reuters.com/technology/exclusive-us-china-tech-war-clouds-sk-hynixs-plans-key-chip-factory-2021-11-18/
https://www.reuters.com/technology/exclusive-us-china-tech-war-clouds-sk-hynixs-plans-key-chip-factory-2021-11-18/
https://www.reuters.com/technology/asml-sees-around-227-bln-sales-china-2021-2022-cfo-2021-11-18/
https://www.scmp.com/tech/tech-war/article/3156519/intel-shelves-plan-take-over-globalfoundries-abandoned-chip-plant?utm_source=copy_link&utm_medium=share_widget&utm_campaign=3156519
https://www.scmp.com/tech/tech-war/article/3156519/intel-shelves-plan-take-over-globalfoundries-abandoned-chip-plant?utm_source=copy_link&utm_medium=share_widget&utm_campaign=3156519
https://www.scmp.com/tech/tech-war/article/3156576/chinas-semiconductor-talent-shortage-poses-biggest-obstacle-beijings?utm_source=copy_link&utm_medium=share_widget&utm_campaign=3156576
https://www.scmp.com/tech/tech-war/article/3156576/chinas-semiconductor-talent-shortage-poses-biggest-obstacle-beijings?utm_source=copy_link&utm_medium=share_widget&utm_campaign=3156576
https://www.reuters.com/world/exclusive-american-barred-leaving-china-returned-us-before-biden-xi-meeting-2021-11-18/
https://www.yicaiglobal.com/news/china-launches-new-anti-monopoly-bureau
https://www.politico.eu/article/china-downgrades-diplomatic-relations-with-lithuania-over-taiwan-representative-office/?utm_source=POLITICO.EU&utm_campaign=532cee9246-EMAIL_CAMPAIGN_2021_11_22_04_14&utm_medium=email&utm_term=0_10959edeb5-532cee9246-190334489
https://podcasts.google.com/feed/aHR0cHM6Ly9mZWVkcy5tZWdhcGhvbmUuZm0vQkxNMjAwOTgzNzQ3Nw/episode/ODgyYjU1NzgtNDU5MS0xMWVjLWI3ZmUtYWJjZWIwNDRjYTlh?hl=en&ved=2ahUKEwj5ktWWtqX0AhXCQc0KHWFOBb4QieUEegQIAhAI&ep=6
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• As the U.S. continues to investigate China’s hypersonic missile test from last summer, 

they have found that Beijing has made very important and unexpected strides in the 

development of the technology.   

• Peng Shuai, the Chinese tennis player who seemed to disappear after being linked to a 

sex scandal tied to a senior CPC member, has resurfaced.  It is still unclear how safe she 

is.   

• Self-imposed austerity is being touted by “young Chinese,” at least according to state 

media. 

Economics and policy:  Inflation dominates the newsflow. 

• Richard Clarida, the outgoing vice-chair, suggests the FOMC could accelerate tapering.  

We are seeing a chorus of FOMC members pushing for faster tightening, which will 

complicate Chair Powell’s renomination.   

• Although it doesn’t look like supply issues will be resolved by Christmas, there is some 

evidence to suggest that conditions are slowly improving.   

• As home prices soar, manufactured housing is quietly staging a comeback.  In general, 

site-built homes tend to dominate the homebuilding industry, although it is less efficient.  

Factory-built homes have the benefit of assembly-line construction in a controlled 

environment.  Because of their efficient construction, prices are usually less.  However, 

manufactured homes also have a less than desirable reputation.   

• The recent house bill contains tax measures to narrow cross-border corporate tax 

differences.   

• The Senate leadership is quietly trying to prevent a debt ceiling crisis in December. 

• Saule Omarova’s nomination to be the next head of the Office of the Comptroller of the 

Currency appears to be in trouble. 

• Small business is a favorite group in Washington.  Big Tech and its opponents are both 

trying to woo the small business lobby to its side in the antitrust fight.  Big business is 

actively working to curb the power of the FTC on antitrust issues.   

• Walmart (WMT, USD, 142.39) is experimenting with drone package delivery.   

• Vietnam is sitting on a $5.0 billion stockpile of aluminum, part of a U.S. dumping 

investigation that began in 2019.  At that time, the world was amply supplied with the 

metal.  But now, supplies are tight and are forecast to tighten further in the coming years.  

Aluminum is critical in the energy transition; light and strong, it is used to reduce weight 

in vehicles to improve their efficiency.  Although this hoard would go a long way in 

reducing the excess inventory issue, it remains tied up in litigation.  Furthermore, it may 

have sat for so long that some of it may have to be scrapped (a problem that exists with 

commodity storage in general).   

• Pension cash has fallen to low levels.  If there is a liquidity squeeze, it could trigger fire 

sales in liquid assets.   

• Nebraska has the nation’s lowest unemployment rate of 1.9%.  It is the lowest state 

unemployment rate on record.   

https://www.ft.com/content/a127f6de-f7b1-459e-b7ae-c14ed6a9198c?emailId=619b1c3b21e3890004652979&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.wsj.com/articles/chinese-tennis-star-peng-shuai-appears-in-beijing-amid-assault-claim-11637501193?st=btjss139x0h5j6p&reflink=desktopwebshare_permalink
https://www.globaltimes.cn/page/202111/1239353.shtml
https://www.ft.com/content/b4157c14-63d0-4565-bb37-171e9b8885ff
https://www.axios.com/supply-chain-christmas-holidays-problems-ports-shipping-broken-02a7843f-5841-477e-8a4f-651f7937a7c9.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.wsj.com/articles/supply-chain-problems-show-signs-of-easing-11637496002?st=fks47uh2tiemgza&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/home-prices-are-surging-the-manufactured-housing-industry-sees-an-opening-11637490602?st=b1bts86c0lloi5h&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/cross-border-tax-rate-gaps-to-shrink-as-democrats-advance-biden-agenda-11637577001?st=e61zq68egenbf0j&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/cross-border-tax-rate-gaps-to-shrink-as-democrats-advance-biden-agenda-11637577001?st=e61zq68egenbf0j&reflink=desktopwebshare_permalink
https://www.politico.com/news/2021/11/18/schumer-mcconnell-debt-limit-fight-522968?nname=politico-nightly&nid=00000170-c000-da87-af78-e185fa700000&nrid=0000014e-f0fe-dd93-ad7f-f8ff7e250002&nlid=2670445
https://www.politico.com/news/2021/11/18/saule-omarova-banking-nomination-522978
https://www.politico.com/news/2021/09/22/biden-taps-omarova-513776
https://www.politico.com/news/2021/09/22/biden-taps-omarova-513776
https://www.axios.com/small-business-congress-google-amazon-antitrust-09b053fe-3611-416f-ab1f-7da29647fe09.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.axios.com/small-business-congress-google-amazon-antitrust-09b053fe-3611-416f-ab1f-7da29647fe09.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.reuters.com/world/us/us-ftc-wont-back-down-over-chamber-commerce-criticism-2021-11-19/
https://www.axios.com/drones-walmart-grocery-delivery-zipline-94597dca-f10d-4508-94d8-0c2fe02e4738.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://finance.yahoo.com/news/5-billion-hoard-metal-world-050031430.html
https://www.wsj.com/articles/pension-cash-dwindles-risking-liquidity-crunch-11637537168?st=ik9ahjtzxo5v0i2&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/at-1-9-nebraska-now-has-the-lowest-unemployment-rate-of-any-state-ever-11637421536?st=m8plzi0ce4mzlke&reflink=desktopwebshare_permalink
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Crypto news:  Hackers are apparently getting mobile phone numbers and using them to drain 

accounts of cryptocurrency.  Given the nature of cryptocurrencies, there is little hope of 

recovering the asset.  There has been a large shift into stablecoins, which may suggest crypto 

investors are looking for safety.   

 

International roundup:  The U.S. warns of Russian activity, Modi backs down with farmers, 

and elections were held in Chile, Bulgaria, and Venezuela. 

• The U.S. continues to warn the EU that Russia may be considering military action against 

Ukraine. 

• After more than a year of protests, Indian farmers forced the Modi government to back 

down and withdraw legislation designed to improve efficiency in India’s farm sector.  

Agriculture in India is inefficient.  There are too many small farms, and the only way 

they can function is with price guarantees, which then leads to overproduction.  About 

60% of the population works in agriculture, a sign of India’s slow development of 

manufacturing.  The usual pattern of development is that farming efficiency leads to 

fewer agriculture jobs.  These workers are then absorbed in the rising manufacturing 

sector.  Although the farmers have won this round, reforms are still necessary. We expect 

the government will have to reduce the cost of adjustment to farmers in order to make 

this change.   

• Last week, we noted Belarus removed refugees from the border and is apparently willing 

to send some of them back home if the EU will accept some of them.  Germany and the 

EU have flatly rejected the proposal.  So far, Belarus has returned just under 400 refugees 

to Iraq.  However, as it becomes apparent the EU isn’t going to relent on letting refugees 

into Europe, we may see more return to the Middle East.  Meanwhile, Poland PM 

Morawiecki has been traveling in the Baltic states to boost support for Poland’s position 

on refugees.   

• It looks increasingly likely that Iran won’t return to the Obama-era nuclear deal.  Iran has 

been moving rapidly to enrich uranium beyond the restrictions of the agreement and is 

reluctant to return to it.  The Biden administration won’t relent on sanctions until Iran 

returns to the original agreement.  We have been monitoring negotiation in the Weekly 

Energy Update for the past few months, and the pattern suggests that no return will be 

forthcoming.  Although the “no deal” outcome is bullish for crude oil, for the most part, 

Iran is increasing its sales to nations like China, which will tend to ignore sanctions.   

• There were a number of elections over the weekend: 

o In Chile, the first round of presidential elections was held.  The two most popular 

candidates were Jose Kast and Gabriel Boric.  The former is a right-wing figure 

who has defended the Pinochet regime; the latter was a former student protestor.  

Essentially, when Chileans go to the polls on December 19, they will be choosing 

between two extreme candidates.   

o Regional elections were held in Venezuela over the weekend, with opposition 

participation.  The fact the opposition participated suggests they felt comfortable 

that the process would be at least modestly fair.  It will take several days for the 

results to be confirmed.   

https://www.wsj.com/articles/hackers-circle-as-individual-investors-pour-cash-into-crypto-11637499603?st=456ytfup6ecll2i&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/hackers-circle-as-individual-investors-pour-cash-into-crypto-11637499603?st=456ytfup6ecll2i&reflink=desktopwebshare_permalink
https://dailyhodl.com/2021/11/21/over-1200000000-worth-of-stablecoins-deposited-to-exchanges-amid-crypto-market-pullback-analytics-firm-santiment/amp/
https://www.scmp.com/news/world/russia-central-asia/article/3156898/us-shares-intel-european-allies-russian-plans?utm_source=copy_link&utm_medium=share_widget&utm_campaign=3156898
https://www.washingtonpost.com/opinions/2021/11/21/india-farm-laws-repeal-protests-democracy/?utm_campaign=wp_todays_worldview&utm_medium=email&utm_source=newsletter&wpisrc=nl_todayworld&carta-url=https%3A%2F%2Fs2.washingtonpost.com%2Fcar-ln-tr%2F355918e%2F619b240c9d2fdab56b993ae4%2F596b53f6ae7e8a44e7d597a3%2F53%2F72%2F619b240c9d2fdab56b993ae4
https://www.nytimes.com/2021/11/20/world/asia/india-modi-farmer-protests.html?smid=url-share
https://www.nytimes.com/2021/11/20/world/asia/india-modi-farmer-protests.html?smid=url-share
https://www.aljazeera.com/news/2021/11/18/minsk-proposes-plan-to-ease-belarus-poland-border-crisis?utm_source=Eurasia+Group+Signal&utm_campaign=5c026f2e46-EMAIL_CAMPAIGN_2021_11_19_11_41&utm_medium=email&utm_term=0_e605619869-5c026f2e46-134308033
https://www.aljazeera.com/news/2021/11/18/minsk-proposes-plan-to-ease-belarus-poland-border-crisis?utm_source=Eurasia+Group+Signal&utm_campaign=5c026f2e46-EMAIL_CAMPAIGN_2021_11_19_11_41&utm_medium=email&utm_term=0_e605619869-5c026f2e46-134308033
https://www.wsj.com/articles/migrants-at-belarus-poland-border-face-returning-home-or-continuing-their-quest-to-go-west-11637523341?st=w4yv48wim6y1s8w&reflink=desktopwebshare_permalink
https://www.politico.eu/article/polish-pm-mateusz-morawiecki-belarus-migrant-pressure-greatest-threat-in-30-years/?utm_source=POLITICO.EU&utm_campaign=532cee9246-EMAIL_CAMPAIGN_2021_11_22_04_14&utm_medium=email&utm_term=0_10959edeb5-532cee9246-190334489
https://www.politico.eu/article/polish-pm-mateusz-morawiecki-belarus-migrant-pressure-greatest-threat-in-30-years/?utm_source=POLITICO.EU&utm_campaign=532cee9246-EMAIL_CAMPAIGN_2021_11_22_04_14&utm_medium=email&utm_term=0_10959edeb5-532cee9246-190334489
https://www.politico.eu/article/iran-nuclear-talks-take-break-sticking-points/?utm_source=POLITICO.EU&utm_campaign=532cee9246-EMAIL_CAMPAIGN_2021_11_22_04_14&utm_medium=email&utm_term=0_10959edeb5-532cee9246-190334489
https://www.nytimes.com/2021/11/21/us/politics/iran-nuclear-standoff.html?smid=url-share
https://apnews.com/article/business-elections-caribbean-campaigns-presidential-elections-369116c95ce02cef2429cadf78ea3187
https://www.aljazeera.com/news/2021/11/22/runoff-looms-in-chile-as-far-right-kast-leads-presidential-vote?utm_source=Eurasia+Group+Signal&utm_campaign=f06d1b538c-EMAIL_CAMPAIGN_2021_11_22_12_10&utm_medium=email&utm_term=0_e605619869-f06d1b538c-134308033
https://www.wsj.com/articles/chiles-presidential-election-threatens-centrist-legacy-11637510400?st=62k0cuv4qqorunh&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/chiles-presidential-election-threatens-centrist-legacy-11637510400?st=62k0cuv4qqorunh&reflink=desktopwebshare_permalink
https://www.gzeromedia.com/what-were-watching-elections-in-chile-venezuela-modi-blinks-chinese-buffet-ban
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o Bulgarian President Radev won a second term.   

• The junta in Sudan has relented, bringing the former PM back into power.  After ousting 

Abdalla Hamdok earlier this year, the government has restored him to power over the 

weekend.  However, it is not clear that this move will satisfy the protestors, who seem to 

indicate they view Hamdok’s return as a ploy by the military to blunt unrest.   

• The military in Myanmar is dealing with falling morale as soldiers oppose the repression 

of their fellow citizens.   

• The growing standoff between the U.K. and EU continues. The latest round of talks 

ended with little progress.   

• North Korean hackers have been actively stealing credentials.   

• The collapse of the Turkish lira is causing economic turmoil for the country.   

COVID-19:  The number of reported cases is 257,674,519, with 5,153,373 fatalities.  In the 

U.S., there are 47,731,237 confirmed cases with 771,118 deaths.  For illustration purposes, the 

FT has created an interactive chart that allows one to compare cases across nations using similar 

scaling metrics.  The FT has also issued an economic tracker that looks across countries with 

high-frequency data on various factors.  The CDC reports that 566,964,025 doses of the vaccine 

have been distributed with 451,453,834 doses injected.  The number receiving at least one dose 

is 230,298,744, while the number receiving second doses, which would grant the highest level of 

immunity, is 196,284,442.  For the population older than 18, 70.9% of the population has been 

fully vaccinated, with 59.1% of the entire population fully vaccinated.  The FT has a page on 

global vaccine distribution.  In the U.S., 2021 fatalities from COVID-19 surpassed levels seen in 

2020. 

• As cases surge in Europe, governments are responding with restrictions on movement.  

The resumption of lockdowns has triggered widespread and, in some areas, violent 

protests. 

o After Belgium implemented new rules, some 35,000 people took to the streets.  

The demonstration moved past authorized areas and led to tear gas being used.   

o In the Netherlands, Dutch police opened fire on protestors.  The protests were 

described as an "orgy of violence."   

o Austria has implemented lockdowns and mandatory vaccinations, leading to 

widespread civil unrest.   

o Italy has also implemented new restrictions, using an electronic vaccine passport 

to manage movement.  The new measures have dented the popularity of Mario 

Draghi.   

o Although western Europe is seeing a rapid rise in cases, central and eastern 

Europe have been dealing with rising cases for weeks.  Years of communist rule 

have undermined trust in government, leading to lower vaccination rates and less 

compliance with restrictions.   

• Australia has maintained strict restrictions on movement; we are starting to see an 

expanding protest movement against these measures.   

• In general, what we are seeing in Europe and Australia indicates that the use of 

lockdowns to curb infections has probably reached its limit.  As we detailed last week, 

https://www.politico.eu/article/bulgarias-president-rumen-radev-to-win-second-term-exit-polls/?utm_source=POLITICO.EU&utm_campaign=532cee9246-EMAIL_CAMPAIGN_2021_11_22_04_14&utm_medium=email&utm_term=0_10959edeb5-532cee9246-190334489
https://www.washingtonpost.com/world/2021/10/25/sudan-coup-attempt-khartoum/?utm_campaign=wp_todays_worldview&utm_medium=email&utm_source=newsletter&wpisrc=nl_todayworld&carta-url=https%3A%2F%2Fs2.washingtonpost.com%2Fcar-ln-tr%2F3559190%2F619b240c9d2fdab56b993ae4%2F596b53f6ae7e8a44e7d597a3%2F57%2F72%2F619b240c9d2fdab56b993ae4
https://www.washingtonpost.com/world/2021/10/25/sudan-coup-attempt-khartoum/?utm_campaign=wp_todays_worldview&utm_medium=email&utm_source=newsletter&wpisrc=nl_todayworld&carta-url=https%3A%2F%2Fs2.washingtonpost.com%2Fcar-ln-tr%2F3559190%2F619b240c9d2fdab56b993ae4%2F596b53f6ae7e8a44e7d597a3%2F57%2F72%2F619b240c9d2fdab56b993ae4
https://www.washingtonpost.com/world/2021/11/21/sudan-military-coup-civilian-deal-hamdok-burhan/?utm_campaign=wp_todays_worldview&utm_medium=email&utm_source=newsletter&wpisrc=nl_todayworld&carta-url=https%3A%2F%2Fs2.washingtonpost.com%2Fcar-ln-tr%2F3559193%2F619b240c9d2fdab56b993ae4%2F596b53f6ae7e8a44e7d597a3%2F60%2F72%2F619b240c9d2fdab56b993ae4
https://www.washingtonpost.com/world/2021/11/21/sudan-military-coup-civilian-deal-hamdok-burhan/?utm_campaign=wp_todays_worldview&utm_medium=email&utm_source=newsletter&wpisrc=nl_todayworld&carta-url=https%3A%2F%2Fs2.washingtonpost.com%2Fcar-ln-tr%2F3559193%2F619b240c9d2fdab56b993ae4%2F596b53f6ae7e8a44e7d597a3%2F60%2F72%2F619b240c9d2fdab56b993ae4
https://www.nytimes.com/2021/11/21/world/africa/sudan-coup-abdalla-hamdok.html?smid=url-share
https://www.nytimes.com/2021/11/21/world/asia/myanmar-defectors-coup.html?smid=url-share
https://www.politico.eu/article/eu-maros-sefcovic-david-frost-uk-european-commission-northern-ireland-medicine/?utm_source=POLITICO.EU&utm_campaign=532cee9246-EMAIL_CAMPAIGN_2021_11_22_04_14&utm_medium=email&utm_term=0_10959edeb5-532cee9246-190334489
https://www.politico.eu/article/eu-maros-sefcovic-david-frost-uk-european-commission-northern-ireland-medicine/?utm_source=POLITICO.EU&utm_campaign=532cee9246-EMAIL_CAMPAIGN_2021_11_22_04_14&utm_medium=email&utm_term=0_10959edeb5-532cee9246-190334489
https://thehackernews.com/2021/11/north-korean-hackers-found-behind-range.html
https://www.wsj.com/articles/turkeys-currency-crisis-raises-cost-of-living-threatens-financial-system-11637397989?st=ruproqq0eh88sgw&reflink=desktopwebshare_permalink
https://www.nytimes.com/live/2021/11/21/world/covid-vaccine-boosters-mandates?campaign_id=51&emc=edit_mbe_20211122&index=0&instance_id=45992&label=coronavirus+updates&nl=morning-briefing%3A-europe-edition&regi_id=5677267&segment_id=75035&te=1&type=styln-live-updates&user_id=cf9e3e54fec2ede829d24b038d8ab9e3
https://coronavirus.jhu.edu/map.html
https://ig.ft.com/coronavirus-chart/?areas=usa&areas=swe&areasRegional=usny&areasRegional=usca&areasRegional=usfl&areasRegional=ustx&cumulative=0&logScale=1&perMillion=1&values=deaths
https://www.ft.com/content/272354f2-f970-4ae4-a8ae-848c4baf8f4a?emailId=5f2239a816a1ab0004486f8e&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://covid.cdc.gov/covid-data-tracker/#vaccinations
https://ig.ft.com/coronavirus-vaccine-tracker/?areas=gbr&areas=isr&areas=usa&areas=eue&cumulative=1&populationAdjusted=1
https://www.wsj.com/articles/u-s-covid-19-deaths-in-2021-surpass-2020-11637426356?st=fp107oqikgghw73&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/u-s-covid-19-deaths-in-2021-surpass-2020-11637426356?st=fp107oqikgghw73&reflink=desktopwebshare_permalink
https://ourworldindata.org/coronavirus/country/germany?utm_source=Eurasia+Group+Signal&utm_campaign=f06d1b538c-EMAIL_CAMPAIGN_2021_11_22_12_10&utm_medium=email&utm_term=0_e605619869-f06d1b538c-134308033
https://www.aljazeera.com/gallery/2021/11/21/photos-pandemic-protests-erupt-over-covid-restrictions-in-austria-italy-croatia?utm_campaign=wp_todays_worldview&utm_medium=email&utm_source=newsletter&wpisrc=nl_todayworld
https://www.ft.com/content/c6604c89-9352-4cc6-81bd-8ce671f4cd8f?emailId=619b1c3b21e3890004652979&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.ft.com/content/c6604c89-9352-4cc6-81bd-8ce671f4cd8f?emailId=619b1c3b21e3890004652979&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.politico.eu/article/police-use-water-canons-teargas-at-anti-covid-coronavirus-measures-protest-in-brussels/?utm_source=POLITICO.EU&utm_campaign=532cee9246-EMAIL_CAMPAIGN_2021_11_22_04_14&utm_medium=email&utm_term=0_10959edeb5-532cee9246-190334489
https://nos.nl/artikel/2406586-ongeregeldheden-in-meerdere-steden-bijna-dertig-aanhoudingen?utm_source=POLITICO.EU&utm_campaign=532cee9246-EMAIL_CAMPAIGN_2021_11_22_04_14&utm_medium=email&utm_term=0_10959edeb5-532cee9246-190334489
https://www.nbcnews.com/news/world/police-netherlands-open-fire-covid-lockdown-protesters-european-nation-rcna6231?utm_source=Eurasia+Group+Signal&utm_campaign=f06d1b538c-EMAIL_CAMPAIGN_2021_11_22_12_10&utm_medium=email&utm_term=0_e605619869-f06d1b538c-134308033
https://www.politico.eu/article/at-least-seven-injured-as-police-fire-warning-shots-in-rotterdam-coronavirus-riots/?utm_source=POLITICO.EU&utm_campaign=532cee9246-EMAIL_CAMPAIGN_2021_11_22_04_14&utm_medium=email&utm_term=0_10959edeb5-532cee9246-190334489
https://www.theguardian.com/world/2021/nov/19/the-netherlands-rotterdam-police-open-fire-as-covid-protest-turns-violent?utm_campaign=wp_todays_worldview&utm_medium=email&utm_source=newsletter&wpisrc=nl_todayworld
https://www.afar.com/magazine/austria-orders-nationwide-lockdown-for-the-unvaccinated?utm_campaign=wp_todays_worldview&utm_medium=email&utm_source=newsletter&wpisrc=nl_todayworld
https://www.politico.eu/article/austria-mandatory-coronavirus-vaccination-february/?utm_source=POLITICO.EU&utm_campaign=532cee9246-EMAIL_CAMPAIGN_2021_11_22_04_14&utm_medium=email&utm_term=0_10959edeb5-532cee9246-190334489
https://www.politico.eu/article/vienna-police-reign-in-as-anti-vaxxers-merge-with-far-right-extremists-in-large-coronavirus-restrictions-protests-austria/?utm_source=POLITICO.EU&utm_campaign=532cee9246-EMAIL_CAMPAIGN_2021_11_22_04_14&utm_medium=email&utm_term=0_10959edeb5-532cee9246-190334489
https://www.washingtonpost.com/world/2021/11/12/coronavirus-italy-vaccine-mandate/?utm_campaign=wp_todays_worldview&utm_medium=email&utm_source=newsletter&wpisrc=nl_todayworld&carta-url=https%3A%2F%2Fs2.washingtonpost.com%2Fcar-ln-tr%2F355917d%2F619b240c9d2fdab56b993ae4%2F596b53f6ae7e8a44e7d597a3%2F24%2F72%2F619b240c9d2fdab56b993ae4
https://www.politico.eu/article/mario-draghi-coronavirus-restrictions-vaccines-crisis/?utm_source=POLITICO.EU&utm_campaign=532cee9246-EMAIL_CAMPAIGN_2021_11_22_04_14&utm_medium=email&utm_term=0_10959edeb5-532cee9246-190334489
https://www.politico.eu/article/mario-draghi-coronavirus-restrictions-vaccines-crisis/?utm_source=POLITICO.EU&utm_campaign=532cee9246-EMAIL_CAMPAIGN_2021_11_22_04_14&utm_medium=email&utm_term=0_10959edeb5-532cee9246-190334489
https://www.newstatesman.com/world/europe/2021/11/low-vaccine-take-up-in-south-eastern-europe-stems-from-its-authoritarian-past?utm_campaign=wp_todays_worldview&utm_medium=email&utm_source=newsletter&wpisrc=nl_todayworld
https://vaccinetracker.ecdc.europa.eu/public/extensions/COVID-19/vaccine-tracker.html?utm_campaign=wp_todays_worldview&utm_medium=email&utm_source=newsletter&wpisrc=nl_todayworld#uptake-tab
https://www.theguardian.com/australia-news/2021/nov/20/australia-covid-protests-threats-against-traitorous-politicians-as-thousands-rally-in-capital-cities?utm_campaign=wp_todays_worldview&utm_medium=email&utm_source=newsletter&wpisrc=nl_todayworld
https://www.theguardian.com/australia-news/2021/nov/20/australia-covid-protests-threats-against-traitorous-politicians-as-thousands-rally-in-capital-cities?utm_campaign=wp_todays_worldview&utm_medium=email&utm_source=newsletter&wpisrc=nl_todayworld
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the surge seen in drug overdoses fatalities in the U.S. may be due, in part, to social 

isolation.  There are costs to lockdowns, and increasingly, citizens are pushing back 

against them.  If lockdowns are no longer going to be tolerated, governments will be 

forced to manage the stresses on the medical care system. 

• Meanwhile, Asian nations, with the exception of China, are easing travel restrictions.   

• Perhaps the most hopeful development in managing COVID-19 is the advancement of 

antiviral treatments.  It is becoming increasingly clear that vaccination, by itself, probably 

won’t end the pandemic.  Breakthrough infections remain a risk to the most vulnerable.  

Immunity seems to wane over time, and boosters will likely be necessary.  Like 

influenza, COVID-19 looks to become endemic.  But the antiviral treatments, at least so 

far, look very promising.  If taken in the early stages of an infection, the chances of 

hospitalization decline notably.  The combination of testing, vaccination, and antivirals 

holds the promise of making COVID-19 a manageable, if not persistent, malady.   

 

U.S. Economic Releases  

 

U.S. economic activity grew at a faster than expected pace in October, according to the Federal 

Reserve Bank of Chicago.  The Chicago Fed National Activity Index (CFNAI) came in at 0.76 

compared to expectations of 0.10.  The previous report was revised from -0.10 to -0.18.  
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The chart above shows the six-month moving average of the CFNAI. The index remains well 

above the recession indicator but has been trending downward over the last few months.  The 

https://www.wsj.com/articles/drug-overdose-deaths-fueled-by-fentanyl-hit-record-high-in-u-s-11637161200?st=s46f34hv3pcbzax&reflink=desktopwebshare_permalink
https://www.nytimes.com/2021/11/21/world/asia/asian-countries-reopen-tourism.html?smid=url-share
https://www.newyorker.com/science/medical-dispatch/how-will-the-covid-pills-change-the-pandemic?utm_campaign=wp_todays_worldview&utm_medium=email&utm_source=newsletter&wpisrc=nl_todayworld
https://www.newyorker.com/science/medical-dispatch/how-will-the-covid-pills-change-the-pandemic?utm_campaign=wp_todays_worldview&utm_medium=email&utm_source=newsletter&wpisrc=nl_todayworld
https://www.wsj.com/articles/covid-19-breakthrough-hospitalizations-concentrated-among-most-vulnerable-11637499602?st=e8n1i0ai8rmrodi&reflink=desktopwebshare_permalink
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deceleration in the moving average is likely the result of the index normalizing as opposed to a 

slowdown in the economy. 

 

The table below lists the economic releases and/or Fed events scheduled for the rest of the day. 

 

EST Indicator Expected Prior Rating

10:00 Existing Home Sales m/m Oct 6.18m 6.29m ***

10:00 Existing Home Sales m/m Oct -1.8% 7.0% **

Economic Releases

Fed Speakers or Events

No Fed speakers or events today  
 

Foreign Economic News 
 

We monitor numerous global economic indicators on a continuous basis.  The most significant 

international news that was released overnight is outlined below.  Not all releases are equally 

significant, thus we have created a star rating to convey to our readers the importance of the 

various indicators.  The rating column below is a three-star scale of importance, with one star 

being the least important and three stars being the most important.  We note that these ratings do 

change over time as economic circumstances change.  Additionally, for ease of reading, we have 

also color-coded the market impact section, which indicates the effect on the foreign market.  

Red indicates a concerning development, yellow indicates an emerging trend that we are 

following closely for possible complications, and green indicates neutral conditions.  We will 

add a paragraph below if any development merits further explanation. 

 
Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

China 1-Year Loan Prime Rate w/w 22-Nov 3.85% 3.85% 3.85% ** Equity and bond neutral

5-Year Loan Prime Rate w/w 22-Nov 4.65% 4.65% 4.65% ** Equity and bond neutral

South Korea Exports 20 Days y/y Nov 27.6% 36.1% * Equity and bond neutral

Imports 20 Days y/y Nov 41.9% 48.0% * Equity and bond neutral

EUROPE

Switzerland Money Supply M3 y/y Oct 2.5% 3.2% ** Equity and bond neutral

Domestic Sight Deposits CHF w/w 19-Nov 646.7b 644.1b * Equity and bond neutral

Total Sight Deposits CHF w/w 19-Nov 719.3b 719.2b * Equity and bond neutral

AMERICAS

Canada Bloomberg Nanos Confidence w/w 19-Nov 60.1 59.7 ** Equity bullish, bond bearish  
 

Financial Markets 
 

The table below highlights some of the indicators that we follow on a daily basis.  Again, the 

color coding is similar to the foreign news description above.  We will add a paragraph below if 

a certain move merits further explanation. 
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Fixed Income Today Prior Change Trend

3-mo Libor yield (bps) 16 16 0 Down

3-mo T-bill yield (bps) 4 5 -1 Neutral

TED spread (bps) 13 11 2 Neutral

U.S. Libor/OIS spread (bps) 8 8 0 Down

10-yr T-note (%) 1.58 1.55 0.03 Down

Euribor/OIS spread (bps) -56 -56 0 Neutral

EUR/USD 3-mo swap (bps) 30 26 4 Down

Currencies Direction

dollar Flat Neutral

euro Flat Up

yen Down Neutral

pound Up Neutral

franc Down Neutral  
 

Commodity Markets 

 

The commodity section below shows some of the commodity prices and their change from the 

prior trading day, with commentary on the cause of the change highlighted in the last column. 

 
Price Prior Change Explanation

Brent $79.09 $78.89 0.25%

WTI $76.13 $75.94 0.25%  

Natural Gas $4.89 $5.07 -3.42%  

Crack Spread $17.00 $17.93 -5.15%

12-mo strip crack $19.39 $19.18 1.11%

Ethanol rack $3.69 $3.70 -0.08%

Gold $1,838.98 $1,845.73 -0.37%

Silver $24.72 $24.62 0.42%

Copper contract $438.20 $439.60 -0.32%

Corn contract $579.00 $577.00 0.35%

Wheat contract $852.00 $834.25 2.13%

Soybeans contract $1,263.50 $1,263.25 0.02%

Baltic Dry Freight 2,552            2,454            98

Shipping

Energy Markets

Metals

Grains

 
 

Weather 
 

The 6-10 day and 8–14-day forecasts currently call for warmer-than-normal temperatures in the 

western half of the country, with cooler-than-normal temperatures along the East Coast.  The 

forecasts call for wet conditions in the Pacific Northwest and the Rockies with dry conditions for 

the rest of the country.  There is currently no cyclonic activity in the Atlantic Ocean region. We 

are now approaching the end of hurricane season, which concludes on November 30.  
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Data Section 
 

U.S. Equity Markets – (as of 11/19/2021 close) 
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(Source: Bloomberg) 
 

These S&P 500 and sector return charts are designed to provide the reader with an easy overview 

of the year-to-date and prior trading day total return.  Sectors are ranked by total return; green 

indicating positive and red indicating negative return, along with the overall S&P 500 in black. 

These charts represent the new sectors following the 2018 sector reconfiguration.  
 

Asset Class Performance – (as of 11/19/2021 close) 
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US Government Bond
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Emerging Markets (local currency)

US High Yield
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Source: Bloomberg

 
 

Asset classes are defined as follows: Large Cap (S&P 500 Index), Mid Cap (S&P 400 Index), 

Small Cap (Russell 2000 Index), Foreign Developed (MSCI EAFE (USD and local currency) 

Index), Real Estate (FTSE NAREIT Index), Emerging Markets (MSCI Emerging Markets (USD 

and local currency) Index), Cash (iShares Short Treasury Bond ETF), U.S. Corporate Bond 

(iShares iBoxx $ Investment Grade Corporate Bond ETF), U.S. Government Bond (iShares 7-10 

Year Treasury Bond ETF), U.S. High Yield (iShares iBoxx $ High Yield Corporate Bond ETF), 

Commodities (Bloomberg total return Commodity Index), Value (S&P 500 Value), Growth 

(S&P 500 Growth). 

This chart shows the year-to-date 

returns for various asset classes, 

updated daily.  The asset classes are 

ranked by total return (including 

dividends), with green indicating 

positive and red indicating negative 

returns from the beginning of the 

year, as of prior close. 
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P/E Update 

 

November 18, 2021 
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P/E as of 11/17/2021 = 22.2x

 
 

Based on our methodology,2 the current P/E is 22.2x, unchanged from last week.   
 

 

This report was prepared by Confluence Investment Management LLC and reflects the current opinion of the 

authors. It is based upon sources and data believed to be accurate and reliable. Opinions and forward-looking 

statements expressed are subject to change. This is not a solicitation or an offer to buy or sell any security. 

 
2 This chart offers a running snapshot of the S&P 500 P/E in a long-term historical context. We are using a specific 
measurement process, similar to Value Line, which combines earnings estimates and actual data. We use an 
adjusted operating earnings number going back to 1870 (we adjust as-reported earnings to operating earnings 
through a regression process until 1988), and actual operating earnings after 1988. For the current quarter, we use 
the I/B/E/S estimates which are updated regularly throughout the quarter; currently, the four-quarter earnings 
sum includes two actual quarters (Q1 and Q2) and two estimates (Q3 and Q4). We take the S&P average for the 
quarter and divide by the rolling four-quarter sum of earnings to calculate the P/E. This methodology isn’t perfect 
(it will tend to inflate the P/E on a trailing basis and deflate it on a forward basis), but it will also smooth the data 
and avoid P/E volatility caused by unusual market activity (through the average price process). Why this process?  
Given the constraints of the long-term data series, this is the best way to create a long-term dataset for P/E ratios. 


